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Stories  the  Budget  Tells 


The  president's  budget  proposal  appears  each  year 
at  the  beginning  of  February.  In  the  old  days,  we 
stood  in  line  at  the  Government  Printing  Office  and 
carried  back  two  armloads  of  books:  the  budget, 
historical  tables,  analytical  per¬ 
spectives,  the  appendix,  and  the 
Congressional  Budget  Office's 
analyses.  Now  these  tomes  appear 
in  an  instant  -  on  February  1  at 
10:00  a.m.  -  on  the  web  site  of  the 
Office  of  Management  and  Budget. 


President  Obama's  stated  commitment  to  reducing 
poverty  by  half  in  ten  years,  the  rate  of  poverty  and 
hunger  -  especially  among  children  -  continues  to 
rise. 


We  open  files  full  of  numbers.  We 
dive  in,  applying  our  own  analy¬ 
sis  tools,  and  emerge  with  a  short 
list  of  answers  to  our  questions. 
Here's  how  much  the  president 
proposes  to  spend  on  war,  past, 
present,  and  future.  Here's  how 
much  health  care  -  in  all  its  forms 
-  will  cost. 


Budget 


of  the  U.  S.  Government 


Fiscal  Year  20 1  I 


\A)(> 
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The  numbers  show  how  little  U.S. 
taxpayers  pay  to  support  science 
and  environmental  programs.  In 
those  numbers  we  see  a  country 
that  hasn't  yet  come  to  grips  with 
the  threat  presented  by  climate 
change.  Members  of  Congress  are 
unable  to  embrace  a  comprehen¬ 
sive  response  to  climate  change 
that  would  wean  the  country  from 
oil  dependence,  and,  in  his  bud¬ 
get,  President  Obama  proposes 
to  focus  far  more  resources  on 
perceived  political  threats  than 
on  actual  threats  from  the  natural 
world. 


Here's  what  the  president  plans  to  spend  in  response 
to  poverty  and  to  shore  up  the  economy.  Here  are 
the  tiny  amounts  the  president  would  spend  to 
respond  to  climate  change  and  to  relate  to  the  rest 
of  the  world  in  ways  that  don't  involve  an  army. 

The  president's  budget  proposal  begins  to  take  on  a 
shape  that  we  can  show  in  tables,  stacks  of  coins,  or 
sliced-up  pies. 

These  charts  and  graph  are  just  the  beginning. 

Those  files  full  of  numbers  hold  deeper  and  more 
important  stories  about  our  nation.  Looking  back  at 
long  patterns  of  military  spending,  we  see  a  nation 
mired  in  militarism,  apparently  unable  to  turn  away 
from  its  deep  addiction  to  confrontation  and  the 
tools  and  weapons  that  support  that  approach. 

We  see  a  nation  that,  at  one  time,  took  giant  steps 
to  reduce  and  eliminate  poverty.  Now,  despite 


Finally,  the  numbers  show  how  little  our  nation 
knows  about  preventing  war.  The  national  imagina¬ 
tion  is  so  weak  when  it  comes  to  the  tools  needed  to 
build  peace  that  U.S.  taxpayers  are  satisfied  to  live, 
year  to  year,  with  a  budget  that  invests  only  a  penny 
of  each  dollar  in  relating  to  the  world  through  diplo¬ 
macy,  development,  and  international  cooperation. 
This  smart  and  able  nation  could  do  so  much  better. 

FCNL  has  long  described  the  budget  as  a  document 
that  reflects  this  country's  moral  choices  about  prior¬ 
ities.  In  fact,  the  document  itself  simply  records  the 
monetary  cost  of  the  stories  played  out  in  our  nation. 
The  numbers  can't  show  the  lives  lost  in  war,  the  tal¬ 
ent  and  generosity  wasted  in  poverty,  the  potential 
for  peace-building  left  undiscovered.  The  budget  is 
merely  a  record  and  a  projection.  The  narratives  of 
these  individual  stories  are  the  real  moral  document.  Q 
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Margaret  Nielsen:  Working  in  Michigan 

on  Our  Nation's  Checkbook 

In  Michigan,  more  than  270  local 
elected  officials,  religious  leaders, 
community  groups,  and  individu¬ 
als  are  working  together  to  rede¬ 
fine  the  U.S.  approach  to  national 
security  through  a  campaign 
called  Our  Nation's  Checkbook. 

One  of  the  lead  organizers  in 
Michigan  is  Margaret  Nielsen, 
a  seasoned  advocate  and  retired 
professor  in  the  School  of  Social 
Work  at  Michigan  State  University 
in  East  Lansing. 

Margaret  is  excited  to  be  part  of 
the  campaign  because  she  loves  her  connection  to  FCNL  and  because  the 
work  connects  her  long-held  concern  for  human  needs  with  peace  move¬ 
ment  concerns  about  growing  Pentagon  spending. 

FCNL  started  the  Our  Nation's  Checkbook  campaign  two  years  ago  to  help 
build  a  movement  that  could  shift  the  security  discussion  in  Congress  from 
a  focus  on  the  Pentagon  and  war  toward  meeting  the  needs  of  people  in  the 
United  States,  preventing  wars,  and  protecting  the  environment. 

In  Michigan  the  campaign  has  helped  peace  groups  reach  out  to  a  wider 
constituency.  Margaret  sees  the  devastation  happening  because  money  isn't 
available  for  essential  government  services.  By  expanding  the  definition 
of  security  to  include  more  than  just  the  Pentagon,  the  campaign  has  been 
able  to  draw  groups  working  on  health  care,  education  and  other  issues 
into  discussion  of  how  the  federal  government  spends  our  tax  dollars. 

One  of  the  campaign's  recent  successes  has  been  the  letter,  with  more  than 
270  signatures,  sent  to  Senator  Debbie  Stabenow,  an  influential  member  of 
the  Senate  Budget  Committee.  Margaret  and  the  other  organizers  in  Michi¬ 
gan  organized  lobby  visits  with  Senator  Stabenow's  staff  in  Detroit  and  in 
East  Lansing.  These  lobby  visits  brought  together  people  active  on  environ¬ 
mental,  educational,  and  health  care  issues,  in  addition  to  peace  and  disar¬ 
mament.  Margaret  also  had  a  letter  to  the  editor  published  in  the  Lansing 
State  Journal  in  early  February  about  the  campaign. 

This  work  is  ongoing.  In  Michigan,  plans  are  afoot  to  invite  Senator  Stabe¬ 
now  to  a  public  forum  on  needs  in  Michigan  that  should  receive  priority 
over  Pentagon  spending.  Organizers  around  the  country  are  writing  letters 
to  the  editor  and  organizing  sign-on  letters,  local  lobby  visits  and  forums 
in  their  states  and  districts.  The  movement  is  growing.  Join  us!  Contact  Ste¬ 
phen  Donahoe  (stephen@fcnl.org,  800-630-1330  x2504)  to  get  involved.  S 


Our  Nation's  Checkbook  participants:  from 
left,  Becky  Payne,  Erick  Williams,  and 
Frank  Dennis;  Margaret  Nielsen  (seated). 
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Department  of  Defense  Budget  Authority  1948  -  2019 


Stories  the  Budget  Tells:  Expanding  Military  Missions 


Military  budgets  may  vary  from  year  to  year,  but  the 
trend  is  that  they  keep  going  up.  This  trend  continues 
into  the  Obama  administration.  In  his  2011  budget. 
President  Obama  proposes  to  spend  a  total  of  $5  tril¬ 
lion  on  the  military  between  2010  and  2017 — 5  per¬ 
cent  more  in  real  terms  than  the  Bush  administration 
authorized  between  2002  and  2009. 

The  Pentagon  budget  has  grown  faster  in  the  last 
decade  than  at  any  time  since  the  Korean  War.  Pro¬ 
ponents  offer  different  reasons  for  this  increase  at 
different  times — the  world's  a  dangerous  place,  we're 
at  war,  or  we're  not  at  war  but  we  could  be  at  any 
moment. 

These  explanations,  however,  don't  jibe  with  the  sto¬ 
ries  told  by  the  budget  numbers.  The  military  budget 
has  grown  in  times  of  relative  peace  as  well  as  during 
"hot"  wars,  such  as  Vietnam  and  Korea.  The  recent 
surge  in  military  spending  cannot  be  explained  by 
U.S.  engagement  in  Iraq  and  Afghanistan. 

Carl  Conetta,  a  researcher  with  the  Project  on  De¬ 
fense  Alternatives,  has  documented  a  dramatic  surge 
in  military  spending  that  began  in  1998,  years  before 
the  U.S.  chose  a  military  response  to  the  terrorist 
attacks  of  September  11.  With  the  amounts  in  Presi¬ 
dent  Obama's  proposed  budget  for  2011,  the  Pentagon 
will  have  received  a  total  of  $7.2  trillion  since  1998, 
Conetta  calculates.  About  $2.5  trillion  of  this  consti¬ 
tutes  yearly  increases  above  1998  levels— a  $2.5  trillion 
surge  in  13  years. 

Conetta  notes  that  U.S.  military  operations  overseas 
account  for  less  than  17  percent  of  total  Pentagon 
spending  during  those  years.  The  wars  in  Iraq  and 


Afghanistan,  though  expensive,  account  for  only  half 
of  the  increases  since  1998.  Conetta  cites  three  drivers 
that  keep  feeding  the  overstuffed  Pentagon  budget: 

1.  Unfocused  modernization.  The  Pentagon's  pro¬ 
curement  budget  has  added  new  weapons  technolo¬ 
gies,  without  ending  expensive  and  useless  weapons 
designed  for  the  world  wars  fought  by  previous  gen¬ 
erations  and  without  settling  on  priorities  or  a  single 
unified  vision  of  what  modernization  was  supposed 
to  accomplish. 


3.  The  Pentagon's  mission  has  exploded  from  a 
focus  on  defending  the  U.S.  from  actual  threats  (even 
if  the  threats  are  confined  to  other  countries  -  as  in 
Vietnam),  to  maintaining  a  continuous  global  pres¬ 
ence,  expanding  peace  time  activities,  and  preparing 
for  more  types  of  engagements,  including  preventing 
the  emergence  of  threats. 

The  expansive  Pentagon  goals  that  Conetta  describes 
are  incorporated  in  the  recently  released  "Quadren¬ 
nial  Defense  Review,"  which  projects  and  shapes  U.S. 
military  missions  for  coming  years.  The  imbalance  of 
U.S.  investments  in  military  versus  civilian  engage¬ 
ment  with  the  world  are  not  likely  to  change,  he  says, 
until  the  Pentagon's  mission  is  reined  in  to  a  more 
reasonable  and  sustainable  scope.  H 


2.  An  all-volunteer  army  is  expensive  to  main¬ 
tain,  especially  in  the  labor-intensive  wars  the  U.S. 
fights  now.  The  number  of  military  personnel  has 
increased  by  only  2  percent  since  2001.  The  military 
was  "not  designed  or  built  to  sustain  so  many  of  its 
personnel  in  large-scale  occupation  and  counter-in¬ 
surgency  duties  for  years  on  end,"  Conetta  notes. 
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(Short)  Stories  the  Budget  Tells: 


Weapons  In  /  Weapons  Out 

The  Pentagon's  budget  is  not  subject  to  President 
Obama's  proposed  three-year  budget  freeze.  Overall, 
military  spending  would  rise  by  about  4  percent  in 
Fiscal  Year  (FY)  2011  if  Congress  were  to  accept  all  el¬ 
ements  of  the  president's  proposal  (which  is  unlikely). 

The  president  and  Secretary  of  Defense  Robert  Gates 
did  take  a  close  look  at  the  budget  and  proposed 
some  weapons  programs  for  reduction  or  elimination 
-  again.  Among  those  on  the  chopping  block  are  con¬ 
tinued  production  of  the  C-17  transport  (saving  $2.5 
billion),  the  second  engine  for  the  Joint  Strike  Fighter 
($465  million),  the  Navy  CG(X)  Cruiser  ($45  million), 
the  Third  Generation  Infrared  Surveillance  Program 
($73  million),  and  the  Command  Ship  Replacement 
program  ($3.9  billion  saved  over  5  years.) 

On  the  other  hand,  the  Pentagon  is  still  looking  at 
developing  more  bombers.  The  budget  includes  $4 
billion  to  maintain  the  U.S.  bomber  industrial  base,  to 
study  plans  for  a  possible  new  bomber,  and  to  up¬ 
grade  the  existing  stock  of  B-2s  and  B-52s,  according 
to  the  Center  for  Arms  Control  and  Non-Prolifera¬ 
tion.  8 


Having  It  Both  Ways  on 
Nuclear  Weapons 

In  his  January  2010  State  of  the  Union  address. 
President  Obama  called  for  a  world  without  nuclear 
weapons  and  urged  approval  of  the  renewed  Strate¬ 
gic  Arms  Reduction  Treaty  (START)  that  could  come 
to  the  Senate  soon.  In  his  FY2011  budget  proposal. 
President  Obama  asked  Congress  for  a  10  percent 
increase  in  the  Department  of  Energy  Budget  to  sup¬ 
port  the  renovation  of  U.S.  nuclear  weapons  plants 
that  could  be  used  for  nuclear  weapons  production  in 
the  future.  The  U.S.  already  spends  about  $6.4  billion 
a  year  just  to  maintain  its  huge  stockpile  of  nuclear 
warheads  and  another  $20  billion  per  year  to  operate 
and  maintain  strategic  and  tactical  nuclear  delivery 
vehicles.  (Meanwhile,  the  $5  billion  Low  Income 
Flome  Energy  Assistance  Program  wasn't  allocated 
enough  of  an  increase  to  keep  up  with  inflation.) 

On  the  other  hand,  the  president 
did  not  propose  any 
funding  for  the  Reli¬ 
able  Replacement  War¬ 
head  -  a  proposal  that  has 
had  many  lives  in  the  last 
several  years.  The  budget 
also  includes  a  substantial  in¬ 
crease  (7  percent)  in  funds  for 
nuclear  non-proliferation.  So, 
which  way  are  we  going?  8 

Welcome  Home,  Veterans? 

The  U.S.  has  a  responsibility  to  the  troops  sent  over¬ 
seas  to  fight  U.S.  wars,  especially  when  those  indi¬ 
viduals  return  wounded  in  body  or  in  spirit.  In  2007, 
Linda  Bilmes,  a  professor  at  Harvard  University's 
John  F.  Kennedy  School  of  Government,  estimated 
that  the  Veteran's  Administration  would  need  an 
increase  of  at  least  $3  billion  a  year  over  the  lifetime 
of  returning  veterans  to  meet  their  needs  incurred  in 
the  wars  in  Iraq  and  Afghanistan.  Many  more  sol¬ 
diers  have  gone  to  Iraq  and  Afghanistan  since  then; 
updated  figures  may  require  yet  more  investment.  In 
his  FY2011  budget  proposal,  the  president  asks  Con¬ 
gress  for  a  slight  decrease  in  outlays  by  the  Depart¬ 
ment  of  Veterans'  Affairs,  with  substantial  increases 
(7  percent  or  more)  beginning  after  FY2012.  8 


Where  Do  Our 
Income  Tax  Dollars  Go? 


For  each  dollar  of  federal  income  tax  we  paid  in  2009, 
the  government  spent  about: 
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For  where  your  treasure  is,  there  will  your  heart  be  also  -Matthew  6:21 


The  federal  budget  is  a  reflection  of  our  country's  moral  values. 

If  this  budget  is  out  of  balance  with  your  values,  please  tell  your  representative  and  senators.  At  FCNL  we  make  it  easy 
to  get  in  touch  with  your  legislators:  go  to  www.fcnl.org  and  follow  the  “Contact  Congress”  link,  or  contact  us  at  the 
telephone  number  or  address  below. 


War  Is  Not  the  Answer! 


More  details  at  www.fcnl.org/09taxchart 
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Stories  the  Budget  Tells:  The 

In  his  inaugural  address  last  year.  President  Obama 
set  a  goal  for  the  nation  -  to  reduce  poverty  in  the 
United  States  by  one  half  in  10  years.  The  poverty 
rate  in  early  2009  was  13.2  percent  and  had  been 
creeping  upward  for  the  past  nine  years.  The  "half 
in  ten"  goal  would  reduce  the  number  of  people  in 
poverty  from  over  30  million  to  15  million  by  2019. 

How  to  Cut  Poverty 

Many  presidents  have  wanted  to  cut  poverty,  but  the 
question  has  been  how  to  do  it.  Economic  boom  times 
certainly  help  to  alleviate  poverty,  as  during  the  Clin¬ 
ton  years  when  the  lowest  unemployment  rates  since 
the  1930s  opened  opportunities  for  many  struggling 
families.  Yet  rising  tides  rarely  lift  all  boats,  and  gov¬ 
ernment  policies  make  a  difference.  The  war  on  pov¬ 
erty  in  the  1960s  dramatically  reduced  poverty  rates. 
When  presidents  Ronald  Reagan  and  George  W.  Bush 
cut  investments  in  programs  that  respond  to  poverty, 
the  numbers  of  people  living  in  poverty  began  to  rise, 
leaving  some  families  behind  as  the  rest  enjoyed  the 
benefits  of  economic  recovery. 

The  President's  Plan 

In  his  Fiscal  Year  2011  budget.  President  Obama  pro¬ 
posed  some  significant  investments  in  proven  strate¬ 
gies  to  cut  poverty,  in  spite  of  his  call  for  a  three-year 
freeze  on  domestic  spending.  The  investments 
include  $3  billion  to  improve  grade  school  and  high 


U.S.  Can  Face  Its  Challenges 

school  education,  $1  billion  more  for  child  nutrition, 
increases  in  the  food  stamp  program,  support  for 
low-income  students  attending  college,  $2.5  billion  in 
emergency  funds  to  help  the  lowest  income  families 
move  toward  employment,  restored  funds  for  child 
support  enforcement,  improvements  in  the  child  tax 
credit  and  the  Earned  Income  Tax  Credit,  and  imme¬ 
diate  support  for  community  health  centers. 

In  many  programs,  states  partner  with  the  federal 
government  to  provide  health  care,  education,  and  so¬ 
cial  services.  Right  now  state  budgets  are  in  desperate 
shape.  The  federal  government  needs  to  increase  its 
contributions  significantly  during  this  economic  cri¬ 
sis.  Otherwise  many  states  will  have  to  lay  off  more 
personnel,  further  limit  the  quality  of  education  and 
social  services  they  offer,  and  close  more  community 
programs. 

The  good  news  is  that  with  a  focused  investment,  the 
president  and  Congress  can  make  a  big  difference 
in  the  lives  of  ordinary  people  and  particularly  in 
the  lives  of  people  in  low-income  families.  President 
Obama's  budget  proposal  focuses  significantly  on 
reducing  poverty  over  the  long  run  and  could  invest 
more  at  this  time  in  rescuing  the  states  -  the  federal 
government's  prime  partner  in  reducing  poverty. 

You  can  help  by  continuing  to  build  support  for  these 
investments.  Together  we  can  make  a  difference.  8 
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Mountains  of  Debt  (Continued  from  page  8) 

nation's  checkbook  departs  from  the  ideal  of  progres¬ 
sive  taxation  -  relatively  more  revenue  from  those 
who  are  relatively  more  able  to  contribute  -  the  as¬ 
sociated  costs  can  be  great. 

In  2001  and  2003,  the  Bush  administration  proposed 
and  Congress  approved  several  tax  cuts.  While  some 
of  the  credits  and  adjustments  affected  all  taxpay¬ 
ers,  most  of  the  money  went  to  taxpayers  with  very 
high  incomes.  The  tax  cuts  were  temporary;  most  are 
scheduled  to  expire  at  the  end  of  2010. 

Though  some  of  these  tax  cuts  may  have  had  their 
desired  stimulative  effect  on  the  economy,  the  nation 
paid  a  significant  price  for  them.  By  2005,  the  tax  cuts 
had  already  cost  the  U.S.  treasury  $539  billion  accord¬ 
ing  to  a  Congressional  Budget  Office  (CBO)  analysis. 

In  2008,  when  President  George  W.  Bush  proposed  to 
make  these  tax  cuts  permanent,  the  CBO  estimated 
that  the  cost  of  renewing  the  tax  cuts  (other  than  the 
one  providing  relief  from  the  Alternative  Minimum 
Tax)  from  2009  to  2018  would  be  $3.8  trillion.  A  2008 
Tax  Policy  Center  analysis  estimated  that  $1.2  trillion 
of  this  cost  would  directly  benefit  households  with 
incomes  in  the  top  1  percent  of  all  U.S.  households. 

Meanwhile,  the  annual  cost  of  the  tax  cuts  would  ex¬ 
ceed  the  entire  budget  of  the  Department  of  Veterans, 
or  the  entire  Department  of  Education,  or  the  com¬ 
bined  budgets  of  the  Departments  of  Energy,  State, 
and  Housing  and  Urban  Development,  according  to 
the  Center  on  Budget  and  Policy  Priorities. 

President  Obama  has  proposed  to  allow  these  tax 
cuts  to  expire  to  help  reduce  deficit  spending. 

The  Whole  Spending  Picture 

Over  and  over  again,  when  presidents  and  Congress¬ 
es  consider  spending  reductions,  they  focus  on  cuts 
in  domestic  programs  and  international  assistance 
programs.  The  Pentagon  budget  and  related  military 
spending,  which  takes  up  about  40  percent  of  the 
general  fund,  is  usually  sacrosanct.  This  year  is  no 
different.  President  Obama  proposed  a  three-year 
freeze  on  overall  discretionary  spending  -  exempting 
the  Pentagon  budget.  Despite  some  proposed  cuts, 
the  Pentagon  budget  would  rise  by  about  4  percent. 


Going  Forward  with 
Intelligence  and  Integrity 

The  way  to  come  down  from  this  mountain  is 
through  careful  planning  and  realistic  choices  that 
focus  on  involving  everyone  in  the  U.S.  economy. 

■  Focus  on  including  low-income  individuals  and 
families  in  the  economy.  Good  jobs  with  wages 
that  can  support  a  family  will  contribute  to  the 
tax  base,  support  the  Social  Security  system,  and 
reduce  the  need  for  social  services  and  income 
supports. 

■  Make  the  tax  code  more  progressive.  Any  chang¬ 
es  in  the  tax  code  -  extending  expiring  tax  cuts 

or  offering  new  ones  -  should  lower  the  relative 
taxes  of  lower  income  people  rather  than  those  at 
the  top.  Emphasis  on  preserving  the  disposable 
income  of  lower  income  people  offers  not  only 
more  fairness  but  also  a  more  immediate  stimulus 
to  the  economy. 

■  Make  job  creation  and  sustainable  new  indus¬ 
tries  a  high  priority  for  federal  spending.  Even 
without  the  current  recession,  the  U.S.  industrial 
base  needs  to  be  in  transition  toward  a  new  econo¬ 
my.  This  change  requires  a  substantial  infusion  of 
capital. 

•  Broaden  access  to  comprehensive  health  care  in 
order  to  keep  health  care  costs  down.  Health 
care  costs  are  one  of  the  chief  drivers  of  deficit 
spending. 

•  Review  and  eliminate  unnecessary,  ineffective, 
and  redundant  spending  programs.  About  $60 
to  $70  billion  could  be  trimmed  from  the  Pentagon 
budget  by  eliminating  outdated,  non-performing, 
and  redundant  weapons  systems,  as  identified  by 
the  Institute  for  Policy  Studies'  Unified  Security 
Budget.  This  is  a  small  percentage  of  the  overall 
Pentagon  budget  but  would  be  more  than  enough 
to  double  the  budget  for  health  care  for  veterans. 
President  Obama's  budget  includes  a  long  list  of 
"Terminations,  Reductions  and  Savings."  Most 
are  in  domestic  programs;  some  are  very  small, 
but  the  careful  review  is  the  right  idea. 

The  military  budget,  however,  will  continue  to  grow 
every  year  until  there  is  a  fundamental  review  of  the 
ever  expanding  mission  of  the  U.S.  military.  S 
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Mountains  of  Debt 


The  gross  federal  debt  will  rise  to  more  than  $15  tril¬ 
lion  by  the  end  of  September  2011,  according  to  pro¬ 
jections  from  the  Office  of  Management  and  Budget 
(OMB).  This  mountain  of  debt  has  been  accumulating 
rapidly  since  about  1982,  when  tax  cuts  reduced  rev¬ 
enues  and  accelerating  military  spending  increased 
outlays. 

Except  for  significant  reductions  in  the  debt  between 
1994  and  2000,  the  upward  trend  has  continued 
steadily,  with  a  steep  rise  beginning  in  2008.  The 
OMB,  which  advises  the  president  and  Congress  on 
budget  matters,  projects  a  long,  high  plateau  for  the 
national  debt  compared  to  the  nation's  productivity 
(gross  domestic  product  or  GDP,)  through  2019. 

Accumulating  debt  isn't  always  a  bad  thing.  Econo¬ 
mists  might  disagree  on  a  healthy  level  of  national 
debt,  though  they  mostly  agree  that  some  debt  is  ac¬ 
ceptable.  Debt  can  enable  long-term  investment,  and 
it  may  be  necessary  to  incur  debt  in  an  emergency, 
such  as  to  respond  to  the  economic  crisis  of  the  past 
few  years.  Most  economists  agree,  however,  that  the 
debt  burden  that  the  nation  now  faces  is  unhealthy 
and  perhaps  unsustainable.  In  particular,  economists 
cite: 

■  The  cost  of  interest  payments.  In  2011,  interest  on 
the  federal  debt  is  projected  to  be  the  second  larg¬ 
est  mandatory  spending  item  after  Social  Security, 
more  than  Medicare  or  Medicaid. 


•  Decreased  reserves  in  the  Social  Security  Trust 
Fund.  This  fund  has  been  a  large  investor  in 
government  bonds  and  other  securities,  but  soon 
"baby  boomer"  retirees  will  stop  contributing  to 
the  fujid  and  begin  drawing  benefits. 

■  Increased  role  for  foreign  holders  of  the  national 
debt.  As  of  FY2009, 48  percent  of  the  debt  was 
held  by  foreign  holders,  with  10  percent  each  held 
by  Japan  and  China. 

What  Builds  the  Mountain? 

More  spending  than  income  in  any  given  year  creates 
a  deficit;  yearly  deficits  add  to  the  mountain  of  debt. 
Most  federal  budgets  in  the  last  30  years  have  con- 
♦^ributed  to  the  deficit.  Excluding  the  extraordinary 
deficits  incurred  between  2009  and  2011  to  respond  to 
the  economic  crisis,  the  deficits  predicted  for  Presi¬ 
dent  Obama's  budget  proposals  are  comparable  over 
the  next  10  years  to  the  deficits  incurred  between  1982 
and  1993. 

What  Brings  the  Mountain  Down? 

Members  of  Congress  typically  look  at  spending  cuts 
to  reduce  deficits.  They  usually  try  to  avoid  raising 
more  revenue  through  taxes,  which  are  more  politi¬ 
cally  challenging. 

Yet  taxes  -  and  specifically  tax  cuts  -  are  a  very 
important  part  of  the  balancing  equation.  When  the 

(continued  on  page  7) 
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